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HOUSE BI LL 1625

Passed Legislature - 2011 Regul ar Session
State of WAshi ngton 62nd Legi sl ature 2011 Regul ar Session

By Representatives Hunter, Bailey, Seaquist, H nkle, Meller, and
Carlyle

Read first tinme 01/27/11. Referred to Cormmittee on Ways & Means.

AN ACT Relating to changing the default investnent option for new
menbers of the defined contribution portion of the plan 3 retirenent
systens; and anendi ng RCW 41. 34. 130, 41. 34. 060, and 41. 34. 140.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCWA41.34.130 and 2010 1st sp.s. ¢ 7 s 34 are each anended
to read as foll ows:

(1) The state investnment board has the full authority to invest al
self-directed i nvestnent noneys in accordance with RCW43.84. 150 and
43. 33A. 140, the default investnent options set forth in_ RCW
41.34.060(1), and cunul ative investnent directions received pursuant to
RCW 41. 34. 060 and this section. In carrying out this authority the
state investnent board, after consultation wth the departnent
regardi ng any reconmendations made pursuant to RCW 41.50.088(1)(b),
shall provide a set of options for nenbers to choose from for self-
di rected investnent.

(2) Al investnent and operating costs of the state investnent
board associated with making self-directed investnments or the default
investnent options_set forth in RCW 41.34.060(1) shall be paid by
menbers and recovered under procedures agreed to by the departnent and
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the state investnent board pursuant to the principles set forth in RCW
43. 33A. 160 and 43.84.160. All other expenses caused by self-directed
investnment shall be paid by the nenber in accordance with rules
establ i shed by the departnent under RCW41.50.088. Wth the exception
of these expenses, all earnings from self-directed investnents shal
accrue to the nenber's account.

(3)(a)(i) The departnent shall keep or cause to be kept full and
adequat e accounts and records of each individual nenber's account. The
departnent shall account for and report on the investnent of defined
contribution assets or may enter into an agreenent wth the state
i nvest ment board for such accounting and reporting under this chapter.

(1i) The departnent's duties related to individual participant
accounts include conducting the activities of trade instruction,
settlenent activities, and direction of cash novenent and related wre
transfers with the custodi an bank and outside i nvestnent firns.

(ii1) The departnent has sole responsibility for contracting with
any recordkeepers for individual participant accounts and shall manage
t he performance of recordkeepers under those contracts.

(b) (i) The departnent's duties under (a)(ii) of this subsection do
not limt the authority of the state investnent board to conduct its
responsibilities for asset managenent and bal ancing of the deferred
conpensati on funds.

(1i) The state investnent board has sole responsibility for
contracting wth outside investnent firns to provide investnent
managenent for the deferred conpensation funds and shall nanage the
performance of investnent managers under those contracts.

(c) The state treasurer shall designate and define the terns of
engagenent for the custodial banks.

Sec. 2. RCWA41.34.060 and 2001 ¢ 180 s 2 are each anended to read
as follows:

(1) (({EBxeept—as—provided—i+na—subsectton—{(3+—of—ths—seetton—the
merber—s—account—shal—be)) Menbers may select investnents as provided
in subsections (2) and (4) of this section. If a nenber of the public
enpl oyees' retirenent system entering plan_ 3 under RCW 41.40.785, a
nenber of the teachers' retirenent system entering plan 3 under RCW
41.32.835, or_a_nenber of the school enployees' retirenent system
entering plan_ 3 under RCW 41.35.610 does not _select investnents, the
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nenber's account shall be invested in the default investnent option of
the retirenent strateqy fund that is closest to the retirenent target
date_of the_ nenber. Retirenent strategy fund neans_one_of severa
diversified asset allocation portfolios nmanaged by investnent advisors
under contract to the state investnent board. The asset mx of the
portfolios adjusts over tinme depending on a target retirenent date.

(2) Menbers nay elect to have their account invested by the state
i nvest nent board. In order to reduce transaction costs and address
l[iquidity issues, based upon recommendati ons of the state investnent
board, the departnment may require nenbers to provide up to ninety days
notice prior to noving funds fromthe state investnment board portfolio
to self-directed i nvestnent options provided under subsection ((3)))
(4) of this section.

(a) For nmenbers of the retirenment system as provided for in chapter
41.32 RCWof plan 3, investnent shall be in the sane portfolio as that
of the teachers' retirenent system conbi ned plan 2 and 3 fund under RCW
41.50. 075(2).

(b) For nmenbers of the retirenment system as provided for in chapter
41.35 RCWof plan 3, investnent shall be in the sane portfolio as that
of the school enployees' retirenent system conbined plan 2 and 3 fund
under RCWA41.50.075(4).

(c) For nmenbers of the retirenment system as provided for in chapter
41.40 RCWof plan 3, investnent shall be in the sane portfolio as that
of the public enployees' retirenent system conmbined plan 2 and 3 fund
under RCWA41.50.075(3).

((2)) (3) The state investnent board shall declare nonthly unit
val ues for the portfolios or funds, or portions thereof, utilized under
subsection ((2)) (2)(a), (b), and (c) of this section. The declared
val ues shall be an approximtion of portfolio or fund val ues, based on
internal procedures of the state investnent board. Such declared unit
val ues and internal procedures shall be in the sole discretion of the
state investnent board. The state investnent board may del egate any of
the powers and duties under this subsection, including discretion,
pursuant to RCW 43. 33A. 030. Menber accounts shall be credited by the
departnment with a rate of return based on changes to such unit val ues.

((3))) (4) Menbers may elect to self-direct their investnents as
set forth in RCW41. 34. 130 and 43. 33A. 190.
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Sec. 3. RCWA41. 34.140 and 2010 1st sp.s. ¢ 7 s 35 are each anended
to read as foll ows:

(1) A state board or comm ssion, agency, or any officer, enployee,
or menber thereof is not liable for any |oss or deficiency resulting
from menber defined contribution investments selected, nade, or
requi red pursuant to RCW41.34.060 (1), (2), or ((3))) (4).

(2) Neither the departnent, nor director or any enployee, nor the
state investnent board, nor any officer, enployee, or nenber thereof is
liable for any | oss or deficiency resulting froma nenber investnent in
the default option pursuant to RCWA41.34.060(1) or reasonable efforts
to i nplement investnment directions pursuant to RCW41.34.060 (1), (2),
or ((£31)) (4).

(3) The state investnent board, or any officer, enployee, or nenber
thereof is not liable with respect to any declared nonthly wunit
valuations or crediting of rates of return, or any other exercise of
powers or duties, including discretion, under RCW41. 34. 060((£2)) (3).

(4) The departnent, or any officer or enployee thereof, is not
liable for crediting rates of return which are consistent with the
state investnent board's declaration of nonthly wunit valuations

pursuant to RCW41.34.060((2)) (3).

Passed by the House March 7, 2011.

Passed by the Senate April 5, 2011.

Approved by the Governor April 15, 2011.

Filed in Ofice of Secretary of State April 15, 2011.
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